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THE 1968 ANNUAL REPORT OF THE BOARD OF TRUSTEES OF
THE FEDERAL OLD-AGE AND SURVIVORS INSURANCE TRUST
FUND AND THE FEDERAL DISABILITY INSURANCE TRUST
FUND

Tur Boarp or TRUSTEES

The Federal old-age and survivors insurance trust fund, established
on January 1, 1940, and the Federal disability insurance trust fund,
established on August 1, 1956, are held by the Board of Trustees un-
der the authority of section 201(c¢c) of the Soecial Security Act, as
amended. The Board is comprised of three members who serve in an
ex officio capacity. The members of the Board are the Secretary of
the Treasury, the Secretary of Labor, and the Secretary of Health,
Education, and Welfare. The Secretary of the Treasury 1s designated
by law as the managing trustee. The Commissioner of Social Secu-
rity is secretary of the Board.

F1scar Year HicHLIGHTS

Both benefit payments and contributions for the old-age and sur-
vivors insurance trust fund and the disability insurance trust fund
continued to rise during fiscal year 1967, reaching higher levels in
that year than in any previous year. The number of persons receiving
monthly benefits under the old-age, survivors, and disability insurance
program increased to 23.2 million by the end of June 1967. There
were an estimated 85 million workers who had earnings in calendar
year 1966 that were taxable and ereditable toward benefits under the
program, another record high.

For the old-age and survivors insurance trust fund, contributions
in fiscal year 1967 amounted to $22,567 million and were significantly
larger—26 percent—than in the previous fiscal year, reflecting the
impact of the provisions in the 1965 amendments which became ef-
fective on January 1, 1966 and (1) increased from $4,800 to $6,600 the
amount of annual earnings taxable and creditable toward benefits and
(2) increased the contribution rates for employees and employers,
from 3.625 percent of taxable earnings to 3.85 percent cach, and for
the self-employed, from 5.4 to 5.8 percent. Other factors which con-
tributed to the growth in contributions were (1) increases in the con-
tribution rates, effective January 1, 1967, (2) the payment of esti-
mated contributions on a quarterly basis by certain nonfarm
self-employed persons, effective for taxable years beginning after
December 31, 1966, and (8) the high level of employment and taxable
earnings.

Total receipts of the old-age and survivors insurance trust fund
amounted to $23,371 million in fiscal year 1967. In addition to con-
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tributions, receipts consisted of $726 million in interest and profit on
investments and $78 million reimbursed from the general fund of the
Treasury for the costs of benefits based on noncontributory credits for
military service.

Total disbursements from the old-age and survivors insurance trust
fund in fiscal year 1967 amounted to $19,728 million. Of this amount,
$18,886 million was paid out for benefits, an increase of about 414 per-
cent over benecfit payments in fiscal year 1966. Part of this increase
resulted from the provision of benefits, effective for October 1966, for
certain noninsured persons aged 72 and over under an amendment to
the Social Security Act that was included in the Tax Adjustment Act
of 1966, approved March 15,1966. The provisions governing the financ-
ing of these benefits are described in appendix II.

The remaining disbursements consisted of $508 million transferred
to the railroad retirement account under the financial interchange pro-
visions, $334 million for administrative expenses, and $88,000 for the
cost of vocational rehabilitation services furnished to disabled adults
receiving benefits from the old-age and survivors insurance trust fund
on the basis of disabilities that have continued since childhood.

The excess of total income over total outgo, amounting to $3,643 mil-
lion, increased the total assets of the old-age and survivors insurance
trust fund from $19,872 million on June 30, 1966 to $23,515 million
on June 30, 1967.

The number of persons receiving monthly benefits from the old-age
and survivors insurance trust fund at the end of the fiscal year was
21,148,000, about 7 percent more than at the beginning of the year.
Some 14,881,000 of these persons were retired workers and their de-
pendents, 5,538,000 were survivors of deceased workers, and 729,000
were noninsured persons aged 72 and over.

TFor the disability insurance trust fund, total rveceipts in fiscal year
1967 amounted to $2,332 million. Of this amount, contributions
amounted to $2,249 million, nearly 45 percent more than in fiscal year
1966. This increase was partly due to the larger allocation of contribu-
tions to the disability Insurance trust fund that went into effect on
January 1, 1966, and was thus effective during all of fiscal year 1967.
The remaining receipts consisted of $67 million in interest and profit
on investments and $16 million reimbursed from the general fund of
the Treasury for the costs of benefits based on noncontributory credits
for military service.

Total disbursements from the disability insurance trust fund in fiscal
year 1967 amounted to $1,997 million. Benefit payments of $1,861 mil-
lion were about 8 percent higher than in the previous year. About $31
million was transferred to the railroad retirement account. The remain-
ing disbursements were composed of $99 million for administrative ex-
penses and $7 million for the cost of vocational rehabilitation services
furnished to disabled beneficiaries.

The excess of total income over total outgo, amounting to $335
million, increased the total assets of the disability insurance trust
fund from $1,686 million on June 30, 1966 to $2,022 million on June 30,
1967.

The number of disabled workers and their dependents receiving
monthly benefits from the disability insurance trust fund increased to
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2,060,000 by the end of fiscal year 1967, about 9 percent more than at
the beginning of the year.

After the close of fiscal year 1967, Congress made extensive amend-
ments to the Social Security Act and related sections of the Internal
Revenue Code directly affecting the old-age, survivors, and dis-
ability insurance program. These amendments included an across-the-
board increase in benefit amounts, benefits to certain new classes of
beneficiaries, and a liberalization of the earnings test. The maximum
amount of earnings taxable and creditable toward benefits was raised
to $7,800, beginning January 1968. The schedule of contribution rates
for old-age, survivors, and disability insurance was revised to con-
tinue to reflect the intent of Congress that the program be self-
supporting on a long-range basis. These and other provisions of the
1967 amendments are described more fully in another section of this
report, and their effects are taken into account in the actuarial cost
estimates presented in this report.

For the old-age and survivors insurance trust fund, estimates for
the 5 fiscal years 1968-72 show that although both receipts and dis-
bursements will increase steadily, the receipts will rise more rapidly,
due to the increase in the maximum taxable earnings base in calendar
year 1968 and to the scheduled rises in contribution rates in the law.
Consequently, at the end of fiscal year 1972, this trust fund will amount
to an estimated $48.7 billion, or an increase of $25.2 billion in the
5-year period. Receipts during fiscal year 1972 are estimated to total
$36.9 billion, and disbursements, $27.8 billion.

Medium-range estimates, based on the assumption that cconomic
activity will continue to expand throughout the period 1967-85, show
continued increases in receipts, disbursements, and assets of the old-
age and survivors insurance trust fund. According to these estimates,
if the provisions of present law, as modified by the 1967 amendments,
are assumed to remain unchanged, the assets of the trust fund will
rise rapidly, reaching a total of $316 billion at the end of calendar
year 1985. On the other hand, if the maximum taxable earnings base
and the benefit provisions of present law are assumed to be amended
periodically so as to keep the program in line with changes in levels
of average earnings, the assets of the trust fund will rise less rapidly,
reaching a total of $230 billion by 1985.

Long-range cost estimates for the old-age and survivors insurance
program indicate that the program has a small positive actuarial bal-
ance. The level-cost of benefit payments and administrative expenses
combined, estimated over a period of 75 years, ranges from 8.26 to 9.40
percent of taxable payroll. The intermediate-cost estimate is 8.77 per-
cent of taxable payroll, as compared with the level-equivalent of the
graded schedule of contribution rates that are allocated to this trust
fund of 8.78 percent of taxable payroll.

According to estimates for the 5 fiscal years 1968-72, income of the
disability insurance trust fund will rise more rapidly than disburse-
ments because of the increases, effective in calendar year 1968, in the
maximum taxable earnings base and in the contribution rate allo-
cated to the fund. Consequently, this trust fund will amount to an
estimated $6.9 billion by the end of fiscal year 1972, an increase of
$4.8 billion in the 5-year period. According to the medium-range esti-
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mates, the assets of the trust fund will reach $32 billion by the end of
calendar year 1985, if provisions of present law are assumed to re-
main unchanged. If, on the other hand, the maximum taxable earnings
base and the benefit provisions of present law are amended periodi-
cally to keep pace with average earnings, the medium-range estimates
indicate that the assets of the fund will reach $20 billion by 1985.

Long-range estimates for the disability insurance trust fund show
that the fund is in exact actuarial balance. Estimates of the level-cost,
caleulated over a 75-year period, range from 0.85 to 1.06 percent of
taxable payroll. The intermediate-cost estimate is 0.95 percent of tax-
able payroll, the same as the level contribution rate that is allocated to
this trust fund.

Two health insurance programs for persons aged 65 and over are
related to the old-age, survivors, and disability insurance program: the
hospital insurance program, which provides protection against the
costs of hospital and related care, and the voluntary supplementary
medical insurance program, which provides protection against the
costs of certain medical and other health services (principally phy-
sicians’ services). Each of these programs is financed through the oper-
ation of a separate trust fund. Summary descriptions of the provisions
of, as well as statements of financial operations and actuarial cost esti-
mates for, these two programs are contained in separate reports of the
Boards of Trustees of the trust funds of these programs.

SociaL SECURITY AMENDMENTS OF 1967

The 1967 amendments to the Social Security Act and related sec-
tions of the Internal Revenue Code (Public Law 90-248, approved
January 2, 1968) affect significantly both the immediate and long-
range future levels of income and disbursements under the old-age,
survivors, and disability insurance program. Benefit amounts were
increased. Eligibility requirements for the payment of benefits were
liberalized. Some modifications in the coverage provisions were made.
The schedule of contribution rates was revised to continue to reflect
the intent that the program be self-supporting.

The more important changes, significant from an actuarial stand-
point, are presented below :

1. Larger benefits were made payable to future beneficiaries as well
as to persons on the rolls:

(¢) The maximum amount of earnings taxable and creditable
toward benefits was raised to $7,800 a year, beginning with 1968.

() Benefit amounts were increased by at least 13 percent, effec-
tive with benefits for February 1968. Except for certain bene-
ficiaries aged 72 and over, the minimum primary insurance
amount was increased from $44 to $55 per month. The maximum
primary insurance amount of $168 (based on average monthly
earnings of $550) that would have been payable under the law as
in effect before the 1967 amendments was increased to $189.90.
For workers coming on the rolls in the future, benefits can be as
high as $218 per month, because of the higher earnings base. How-
ever, the maximum benefit of $218, based on the maximum possi-
ble average monthly earnings of $650, will not become generally
payable for some years to come. The maximum family benefit
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that will be payable on the basis of average monthly earnings of
$650 is $434.40 per month.

(¢) The minimum full-rate benefit for a family containing only
one survivor beneficiary is $55 per month (except in the case of a
transitional insured widow aged 72 or over).

(d) The amount of the wife’s or dependent husband’s benefit is
limited to a maximum of $105 per month. This limitation does not
affect anyone now on the rolls, and will not become generally effec-
tive until after a number of years.

(¢) Effective February 1968, monthly benefits for transitional
insured persons aged 72 and over were raised from $35 to $40 in
the case of a worker or widow beneficiary, and from $17.50 to $20
in the case of a wife beneficiary.

(f) Effective February 1968, monthly benefits for transitional
noninsured persons aged 72 and over were raised from $35 to $40
in the case of a single beneficiary, and from $52.50 to $60 in the
case of a couple. As under prior law, all of these payments are
made initially from the old-age and survivors insurance trust
fund, with later reimbursement from the general fund of the
Treasury for the costs of payments to those noninsured persons
who have less than three quarters of coverage.

2. The conditions under which persons may become eligible for
benefits were liberalized :

(¢) Effective February 1968, a female worker who is fully
insured at time of death, disability, or retirement is no longer
required to be also currently insured at such time in order (1) for
a child to be deemed dependent on her (and thus able to become
entitled to monthly benefits without establishment of actual de-
pendency), or (ii) for a dependent husband or widower to be able
to become entitled to monthly benefits.

(b) Effective February 1968, reduced benefits were made pay-
able to disabled widows (and disabled surviving divorced wives)
at ages 50 to 59 and to dependent disabled widowers at ages 50 to
61. The benefit amount is reduced, according to the person’s age at
entitlement, ranging from the full-rate benefit of 8214 percent of
the deceased spouse’s primary insurance amount where entitle-
ment begins at age 62, down to 7114 percent at age 60, and from
there, scaling down to 50 percent where entitlement begins at age
50. The widow or widower must become totally disabled either
before or within 7 years after the spouse’s death or, in the case of a
widowed mother, either before or within 7 years after the end of
her entitlement to benefits as a mother. The test of disability for
disabled widows and widowers is more restrictive than for dis-
abled workers. Determinations of disability in the case of a widow
or widower will be made solely on the level of severity of the im-
pairment (without regard to such factors as age, education, and
work experience, which are considered in disabled-worker cases).
The disabling impairment must be of a level of severity sufficient
to preclude an individual from engaging in “any gainful activity”
(as distinguished from “substantial gainful activity™).

(¢) The insured-status requirements for eligibility for dis-
ability insurance benefits were liberalized for workers disabled be-
fore age 31 by providing an alternative to the provision requiring
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that the disabled worker have at least 20 quarters of coverage out
of the 40 calendar quarters preceding disablement. Under.this
alternative, if the disability occurs after attainment of age 24
and before age 31, then at least half the quarters in the period
beginning with the calendar quarter following attainment of age
21 and ending with the calendar quarter in which the disability
oceurs must be quarters of coverage. (If the number of quarters in
this period is an odd number, then it is reduced by one.) If the
disability occurs before age 24, then at least six of the quarters
in the 12-quarter period ending with the quarter in which the dis-
ability occurred must be quarters of coverage. The first month
for which benefits were payable under this alternative provision
was February 1968.

3. The earnings (retirement) test was amended, effective for tax-
able years ending after December 81, 1967. The provision for with-
holding benefits from beneficiaries under age 72 whose earnings exceed
$1,500 a year was changed so that benefits are withheld only when
earnings exceed $1,680 a year. Also, $1 in benefits will be withheld for
each $2 of earnings between $1,680 and $2,880, rather than between
$1,500 and $2,700 as under the law in effect before the 1967 amend-
ments ($1 in benefits will be withheld for each $1 of earnings above
$2,880 instead of above $2,700). The maximum amount of wages that
a beneficiary may earn in a month and still receive all of his benefit
fogS that month regardless of his annual earnings was raised from $125
to $140.

4. Effective for taxable years ending after December 31, 1967, the
coverage hasis of ministers was revised so as to cover clergymen ex-
cept where the clergyman opts out on grounds of religious principle or
conscience.

5. After December 31, 1967, the covered earnings of a person on
active duty in the uniformed services (including active duty for train-
ing) are deemed to be $300 more than his basic pay in a calendar quar-
ter, except that the deemed additional covered earnings are $100 when
his basic pay in a calendar quarter is $100 or less, and $200 when his
basic pay in a quarter is over $100 but is not over $200; the trust funds
will be reimbursed from the general fund of the Treasury for the addi-
tional costs of paying the benefits resulting from these deemed addi-
tional earnings.

6. Changes relating to the financing of the old-age, survivors, and
disability insurance program were made with the intent of assuring
that it will continue to be self-supporting.

Under the new contribution rate schedule, the employee and em-
ployer rates each decreased from the 3.9 percent of taxable earnings
applicable in 1967 to 3.8 percent as of January 1, 1968. (These decreases
were exactly counterbalanced by increases in the contribution rate for
hospital insurance.) In the future, increases are scheduled to occur in
1969, 1971, and 1973, when the ultimate rate of 5 percent is reached.
There are corresponding changes in the self-employed contribution
rate except that the ultimate rate of 7 percent in 1973 and thereafter
has not been changed. Under the schedule as in effect before the 1967
amendments, the employee and employer rates would have increased
in 1969 and in 1973, when an ultimate rate of 4.85 percent would have
been reached.
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The amendments increased the portion of the contribution rate al-
located to finance benefits from the disability insurance trust fund.
Effective January 1, 1968, the allocated rate was increased from 0.35
percent to 0.475 percent each for employees and employers. For the
self-employed, the allocated rate was increased from 0.525 percent to
0.7125 percent.

Table 1 presents an estimate of the effect, expressed as level-costs in
percent of taxable earnings, of the changes in the old-age, survivors,
and disability insurance program that were made by the 1967 amend-
ments.

TABLE 1.—CHANGES IN ESTIMATED LEVEL-COSTS AS PERCENT OF TAXABLE EARNINGS, BY TYPE OF CHANGE,
INTERMEDIATE-COST ESTIMATE, 3.75 PERCENT INTEREST

Old-age and Disability

Item survivors insurance
insurance
Benefit cost of program in effect before 1967 amendments .. __.___ ... . 7.91 0.85
Effect of changes:
Additional income, less additional benefits, resulting from higher earnings base_____ —.25 —.02
Increase in level of benefits. . ___ . ... . ... .95 .10

Reduced benefits for disabled widows and widowers at age 50.

Liberalized disability insured status requirements under age 31 .02
Liberalized eligibility requirements with respect to dependents of women workers 07 (2)
Liberalization of earnings (retirement) test____________ .. . ... ... .06 (0]
Benefit cost after enactment of 1967 amendments 1_________ ... . ... 8.77 .95
Level-equivalent of graded tax schedule before 1967 amendments3.._._._____._.._____ 8.80 .70
Effect of changes in tax schedule —.02 .25
Level-equivalent of graded tax schedule after enactment of 1967 amendments 3__. 8.78 .95

t Based on valuation date of Jan, 1, 1967. Taking into account (a) lower contribution rate on self-employment income
and on tips, as compared with combined employer-employee rate; (b) administrative expenses, and (c) interest on trust
funds on hand as of Dec. 31, 1966.

2 Less than 0.005 percent. . .

3 Adjusted to reflect lower contribution rate on self-employment income and on tips, as compared with combined
employer-employee rate. .

Nature or THE TrusT Funps

The Federal old-age and survivors insurance trust fund was estab-
lished on January 1, 1940, as a separate account in the U.S. Treasury
to hold the amounts accumulated under the old-age and survivors in-
surance program. All the financial operations which relate to the sys-
tem of old-age and survivors insurance are handled through this fund.
The Social Security Amendments of 1956, which became law August 1,
1956, provided for the creation of the Federal disability insurance trust
fund—a fund entirely separate from the old-age and survivors insur-
ance trust fund—through which are handled all financial operations
in connection with the system of monthly disability benefits payable
toinsured workers and to their dependents.

The major sources of receipts of these two funds are (1) amounts
appropriated to each of them under permanent appropriation on the
basis of contributions paid by workers and their employers, and by
individuals with self-employment income, in work covered by the old-
age, survivors, and disability insurance program and (2) amounts
deposited in each of them representing contributions paid by workers
employed by State and local governments and by such employers with
respect to work covered by the program. All employees and their
employers in employment covered by the program are required to pay
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contributions with respect to the wages of individual workers (cash
tips, covered as wages beginning in 1966 under the 1965 amendments,
are an exception to this; employees pay contributions with respect to
cash tips, but employers do not). All covered self-employed persons are
required to pay contributions with respect to their self-employment
income. In general, an individual’s contributions are computed on an-
nual wages or self-employment income, or both wages and self-employ-
ment income combined, up to a specified maximum annual amount with
the contributions being determined first on the wages and then on any
self-employment income necessary to make up the annual maximum
amount. The maximum amount of annual earnings to which the con-
tribution rates are applied was $6,600 in calendar years 1966 and 1967.
Beginning with calendar year 1968, the maximum amount is $7,800.
Under the Internal Revenue Code, as amended, the contribution rate
for old-age, survivors, and disability insurance for employees and their
employers of 3.85 percent each that was in effect in calendar year 1966
increased to 3.9 percent each on January 1, 1967; the contribution rate
for the self-employed rose from 5.8 to 5.9 percent. The tax rates that
have been in effect since 1937 and the maximum amount of annual
earnings to which the rates applied are shown in appendix II.
" The following table shows the scheduled tax rates in the present Jaw:

Percent of taxable earnings

Calendar years Employees
and Self-employed
employers,
each !

|y 2P EEP P 3.9 5.9
1968.... 23.8 25,8
1969-70 4.2 6.3
1971-72_____. 4.6 6.9
1973 and after 5.0 7.0

1 Only the employee tax is paid on tips that are taxable as wages. . o
2 These decreases in rates from 1967 to 1968 were exactly counterbalanced by increases in the contribution rates for
hospital insurance.

Under section 201(b) of the Social Security Act as amended in
1967, the contribution rate allocated to the disability insurance trust
fund of 0.35 percent cach for employees and employers, in effect in
calendar years 1966 and 1967, increased to 0.475 percent, each on Janu-
ary 1, 1968. For the self-employed, the allocation rate increased from
0.525 percent, in effect in calendar years 1966 and 1967, to 0.7125 per-
cent in calendar year 1968.

Except for amounts received by the Secretary of the Treasury under
State agreements (to effectuate coverage under the program for
State and local government. employees) and deposited directly in the
trust funds, all contributions are collected by the Internal Revenue
Service and are paid into the Treasury as internal revenue collections.
However, sums equivalent to 100 percent of these taxes are transferred
fo the trust funds from time to time. Such transfers are first made on
the basis of estimated tax receipts. The exact amount is not known
since old-age, survivors, and disability insurance taxes, hospital insur-
ance taxes, and income taxes withheld are not separately identified
in tax-collection reports received by the Treasury Department from
the district offices of the Internal Revenue Service. Periodic adjust-



9

ments are subsequently made to the extent that the estimates are found
to differ from the amounts of contributions actually payable on the
basis of reported earnings.

An employee who worked for more than one employer during the
course of a year and paid contributions on wages in excess of the
statutory maximum can receive a refund of the taxes he paid on such
excess wages. The amount of taxes subject to refund for any period
is a charge against each of the trust funds in the ratio in which the
amount was appropriated to or deposited in such trust funds for that
period.

Another source from which receipts of the trust funds are derived
is interest, received on investments held by the funds. The investment
procedures of the funds are described Iater in this section.

The income and expenditures of the trust funds are also affected by
the provisions of the Railroad Retirement Act of 1937, as amended,
which provide for a system of coordination and financial interchange
between the railroad retirement program and the old-age, survivors,
and disability insurance program. A description of the legislative
provisions governing the allocation of costs between the two programs
appears in appendix IT.

Sections 217(g) and 229(b) of the Social Security Act, as amended
by the 1967 amendments, authorize annual reimbursements from the
general fund of the Treasury to the old-age and survivors insurance
and disability insurance trust funds for any costs arising from the
granting of noncontributory credits for military service, according
to periodic determinations made by the Secretary of Health, Educa-
tion, and Welfare. A summary of the legislative history of the financ-
ing of noncontributory credits for military service performed before
1957 appears in appendix II.

Section 228 of the Social Security Act, as amended, provides monthly
sash benefits to certain persons aged 72 and over, almost all of whom
are not eligible for cash benefits under other provisions of the old-age,
survivors, and disability insurance program. Under section 228, all
payments are made initially from the old-age and survivors insurance
trust fund, with later reimbursement from the general fund of the
Treasury for the costs of payments to persons who have less than 3
quarters of coverage. A description of the legislative provisions gov-
erning the allocation of costs between the trust fund and the general
fund of the Treasury appears in appendix IT.

Under o decision of the Comptroller General of the United States
(B—4906) dated October 11, 1951, receipts derived from the sale of
surplus supplies and materials are credited to and form a part of the
trust funds, where the initial outlays therefor were paid from the
trust funds. Formerly, these moneys were credited to the general
fund of the Treasury as miscellaneous receipts.

Under section 1106(b) of the Social Security Act, as amended, the
Secretary of Health, Education, and Welfare is authorized to charge
outside persons, agencies, and organizations for providing certain serv-
ices not directly related to the old-age, survivors, and disability insur-
ance program. The Social Security Administration has accumulated
a unique body of information in the course of the administration
of the program. Situations arise when it is in the public interest to use
this information to perform certain services for outside parties, such
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as the preparation of statistical tabulations for research purposes,
when such services can be performed without violating the confidenti-
ality of the records or interfering unduly with the administration of
the program. Such services could not properly be provided at the
expense of the trust funds. Receipts derived from performance of these
services are equal to the cost of providing them ; in some instances, the
receipts are credited to the trust funds to counterbalance administra-
tive expenses already paid from the trust funds (in which case such
amount is netted out of the figures on administrative expenses in the
financial statements of the trust funds), while in other instances such
receipts are not credited to the trust funds, and the applicable admin-
istrative expenses are met directly from them. Accordingly, such ad-
ministrative expenses, and the offsetting receipts, do not have any
effect on the financial statements of the trust funds.

Expenditures for benefit payments and administrative expenses
under the old-age, survivors, and disability insurance program are
paid out of the trust funds. All expenses incurred by the Department
of Health, Education, and Welfare and by the Treasury Department
in carrying out the provisions of title IT of the Social Security Act,
as amended, and of the Tnternal Revenue Code relating to the collec-
tion of contributions, are charged to the trust funds. The Secretary of
Health, Education, and Welfare certifies benefit payments to the man-
aging trustee, who makes the payment from the respective trust funds
in accordance therewith.

Section 222(d) of the Social Security Act, as amended, provides
for reimbursement from the trust funds for the cost of vocational re-
habilitation services furnished to disabled persons receiving benefits
because of their disability. The total amount of funds that may be
made available for purposes of reimbursement for such services may
not, in any fiscal year, exceed 1 percent of the benefits certified for
payment to these types of beneficiaries in the preceding year.

Congress has authorized expenditures from the trust funds for
construction of office buildings and related facilities for the Social
Security Administration. The costs of such construction are included
as part of administrative expenses in the financial statements of opera-
tions of the trust funds as set forth in subsequent sections of this
report. The net worth of the resulting facilities—just as the net worth
of all other capital assets—is not carried as an asset in such statements.

That portion of each trust fund which, in the judgment of the
managing trustee, is not required to meet current expenditures for
benefits and administration is invested in interest-bearing obligations
of the U.S. Government, in obligations guaranteed as to both prin-
cipal and interest by the TTnited States, or in certain federally-spon-
sored agency obligations that are designated in the laws authorizing
their issuance as lawful investments for fiduciary and trust funds under
the control and authority of the United States or any officer of the
United States. Obligations of these types may be acquired on original
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issue at the issue price or by purchase of outstanding obligations at
their market price.

In addition, the Social Security Act authorizes the issuance of spe-
cial public-debt obligations for purchase exclusivelff by the trust funds.
The law requires that such special public-debt obligations shall have
maturities fixed with due regard for the needs of the trust funds and
shall bear interest at a rate based on the average market yield (com-
puted by the managing trustee on the basis of market quotations as
of the end of the calendar month next preceding the date of such
issue) on all marketable interest-bearing obligations of the United
States forming a part of the public debt which are not due or callable
until after the expiration of 4 years from the end of such calendar
month. Where such average market yield is a multiple of one-eighth of
1 percent, this is taken as the rate of interest on such special obliga-
tions; otherwise such rate is the multiple of one-eighth of 1 percent
nearest such market yield.

Interest on public issues held by the trust funds is received by the
funds at the time the interest is paid on the particular issues held.
Interest on special public-debt obligations issued specifically for pur-
chase by the trust funds is payable semiannually or, if earlier, at
redemption.

Marketable public issues acquired by the funds may be sold at any
time by the managing trustee at their market price. Special public-
debt obligations issued for purchase by the trust funds may be re-
deemed at par plus accrued interest. Interest receipts and proceeds
from the sale or redemption of obligations held in the trust funds are
available for investment in the same manner as other receipts of the
funds. Interest earned by the invested assets of the trust funds will
provide income to meet a portion of future benefit disbursements. The
role of interest in meeting future benefit payments is indicated in tables
21 and 22.

In addition to serving as a source of income, the assets of the trust
funds assure the continued payment of benefits without sharp changes
in contribution rates during periods of short-run adverse fluctuations
in total income and expenditures. ’

SuMMARY oF THE OPFRATIONS OF THE FEDERAL OLD-AGE AND
Survivors Insurance Trust Funp, Fiscarn Year 1967

A statement of the income and disbursements of the Federal old-
age and survivors insurance trust fund in the fiscal year which began
on July 1, 1966, and ended on June 30, 1967, and of the assets of the
fund at the beginning and end of the fiscal year, is presented in table 2.

The total assets of the old-age and survivors insurance trust fund
amounted to $19,872 million on June 30, 1966. These assets increased to
%2%515 million by the end of the fiscal year 1967, an increase of $3,643
million.

91-877 0—68——3
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TABLE 2.—STATEMENT OF OPERATIONS OF THE OLD-AGE AND SURVIVORS INSURANCE TRUST FUND DURING
THE FISCAL YEAR 1967
Total assets of the trust fu%di June 30, 1966 . . ... $19, 872, 235, 650. 35

Receipts, fiscal year 1967:
Contributions:

Appropriations_______________ . ___ . ____ $20,994, 312, 207. 80
Deposits arising from State agreements___ .. . __ 1,835, 408, 473. 55
Gross contributions__.____.____________________________ 22, 829,720,681.35
Less payment into the Treasury for taxes subject to refund_ __ 262,718,875, 00
Net contributions._____________________________________ 22,567,001, 806. 35
Reimbursement from general fund of the Treasury for costs of non-
contributory credits for military service._ ... ... . ... ... 78, 000, 000, 00
Interest and profit: . T
Interest and profit on investments_________________________ 725,327,101, 43
Interest on administrative expenses reimbursed from—
Hospital insurance trust fund_..______.______._.. .. __ 84,145, 00
Supplementary medical insurance trust fund. .. .. _.__ 989, 000. 00
Gross interestand profit_ .. ______ .. ________ 726,400, 246. 43

Less interest on amounts transferred to disability insurance
trust fund for reimbursement of—
Administrative expenses___..______._ ... .. .. ... 497,170. 00
Cost of vocational rehabilitation services__.._.____._.__ 2,000, 00

Net interest and profit. .. __._______. T 725,901,076.43
Total receipts. ... . . ... 23,370,902, 882.78
Dishursements, fiscal year 1967: - B
Benefit payments. ... 18, 885, 714,203. 69
Transfers to railroad retirement account____________________.__ 508, 046, 000. 00
Reimbursement to disability insurance trust fund for cost of vo-
cational rehabilitation services for disabled beneficiaries. ... .. 88, 000. 00
Administrative expenses: o
Department of Health, Education, and Welfare 298,108, 208. 31
Treasury Department..___._ ... __.____ e 52,422,814, 66
Construction of facilities for Social Security Administration_. . 1,170, 516. 86

Reimbursement to disability insurance trust fund due to
adjustment in allocation of administrative expenses for

fiscal year 1966 .. .. ... ... 10, 751, 385. 00
Gross administrative expenses___._ 362,452,924. 83
Less receipts from sale of surplus supplies, materia 30,019. 21

Less reimbursements for administrative expenses from—
Hospital insurance trust fund!.______._ .. __.__ - 2,850,292, 00
Supplementary medical insurance trust fund 2 25,541,504, 00

Less reimbursement for construction from supplementary

medical insurance trust fund__._____________ . ... . ... 129, 889. 00

Net administrative expenses_.._ . __.___ . . __....... 333,901, 220. 62

Total disbursements___.__._ L 18,727,749, 824. 31
Net addition to the trust fund____ ... ... 3,643,153, 458. 47

Total assets of the trust fund, June 30,1967 . . _ . . . . . . ... 23,515, 389, 108. 82

! Amount represents sum_of (a) $2,107,000 for a payment made initially from the old-age and survivers insurance
trust fund in fiscal year 1967 for expenses of the Public Health Service and (b) $743,292 due to adjustment in interfund
allocation of expenses of the Department of Health, Education, and Welfare for fiscal year 1966. .

2 Amount represents sum of payments made initially from the old-age and survivors insurance trust fund amounting
to (a) $24,095,779 in fiscal year 1966 for expenses of the Department of Heaith, Education, and Welfare, (b) $40,725 in
gscbal! yﬁar I]tgGSG for expenses of the Civil Service Commission, and (c) §1,405,000 in fiscal year 1967 for expenses of the

ublic Hea ervice.

Net receipts of the trust fund during the fiscal year 1967 amounted
to $23,371 million. Of this total, $20,994 million represented tax collec-
tions appropriated to the fund and $1,835 million represented amounts
received by the Secretary of the Treasury in accordance with State
agreements for coverage of State and local government employees and
deposited in the trust fund. As an offset, $263 million was transferred
from the trust fund into the Treasury as repayment for the estimated
amount of contributions subject to refund to employees who worked
for more than one employer during the course of a year and paid con-
tributions on wages in excess of the statutory maximum earnings base.
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Net contributions amounted to $22,567 million, representing an in-
crease of 26 percent over the amount for the preceding fiscal year. This
large increase resulted from (1) the increase in the maximum annual
amount of earnings taxable from $4,800 to $6,600 that became effective
on January 1, 1966, (2) the increase, from 63/ percent to 7 percent, in
the combined employer-employee contribution rate allocated to finance
benefits from the old-age and survivors insurance trust fund that also
went into effect on January 1, 1966, (3) the increase in the combined
employer-employee rate from 7 percent to 7.1 percent that became ef-
fective on January 1, 1967, (4) the requirement that certain nonfarm
self-employed persons make estimated payments of their social security
tax contributions on a quarterly basis effective for taxable years begin-
ning after December 31, 1966 (instead of paying annually after the
end of the taxable year), and (5) the high level of employment and
taxable earnings. Although the first change became effective in 1966,
fiscal year 1967 was the first full year during which it was operative.

Reference has been made in earlier sections to provisions under
which the old-age and survivors insurance and disability insurance
trust funds are to be reimbursed annually from the general fund of
the Treasury for costs of granting noncontributory credits for military
service performed before 1957. In accordance with these provisions,
the Secretary of Health, Education, and Welfare determined, in Sep-
tember 1965, that the annual amount due for the old-age and survivors
insurance trust fund was $87.4 million, and for the disability insurance
trust fund, $18.4 million.

The first annual reimbursement, for fiscal year 1966, amounting to
$78 million for the old-age and survivors insurance trust fund and $16
million for the disability insurance trust fund, was received in July
1966.

The remaining $726 million of receipts consisted of net interest and
profit on the investments of the fund.

Disbursements from the trust fund during the fiscal year 1967 to-
taled $19,728 million. Of this total, $18,886 million was for benefit
payments, an increase of 414 percent over the corresponding amount
paid in the fiscal year 1966. This increase resulted from (1) the ex-
pected growth in the number of beneficiaries as the program gradually
matures and the gradual upward trend in the average monthly amount
of benefits under the program, (2) the amendments in March 1966
that provided monthly benefits, effective for Qctober 1966, for certain
noninsured persons aged 72 and over, and (3) the provisions of the
1965 amendments that liberalized the conditions under which persons
could qualify for benefits effective for September 1965. (Fiscal year
1967 was the first full year during which these provisions of the 1965
amendments were operative.) On the other hand, the increase in bene-
fit payments in fiscal year 1967 was smaller than it would have been
had the benefit payments in fiscal year 1966 not included the portions
of (1) the general benefit increase and (2) benefits to children aged
18-21 who qualified under the school-attendance provisions—both of
which were provided by the 1965 amendments—that were paid in fiscal
year 1966 but were attributable retroactively to months in fiscal year
1965.

Reference has been made in an earlier section to provisions of the
Railroad Retirement Act which coordinate the rallroad retirement
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program with old-age and survivors insurance. A description of the
legislative provisions governing the financial interchanges arising
from the allocation of costs between the two systems is contained in
appendix IT. In accordance with these provisions, the Railroad Retire-
ment, Board and the Secretary of Health, Education, and Welfare de-
termined that a transfer of $490,900,000 to the railroad retirement ac-
count from the old-age and survivors insurance trust fund would place
this fund in the same position as of June 30, 1966, as it would have been
if railroad employment had always been covered under the Social
Security Act. This amount was transferred to the railroad retirement
account in May 1967, together with interest to the date of transfer
amounting to $17,146,000.

Expenditures, in the form of reimbursement to the disability insur-
ance trust fund, for the cost of vocational rehabilitation services
amounted to $88,000. These services were furnished to disabled adults
—dependents of old-age beneficiaries and survivors of deceased in-
sured workers—receiving benefits from the old-age and survivors in-
surance trust fund on the basis of disabilities that have continued since
childhood. (Related administrative expenses of the Department of
Health, Education, and Welfare, amounting to $7,000, are included
in the net administrative expenses of the trust fund.

The remaining $334 million of disbursements from the old-age and
survivors insurance trust fund represents net administrative expenses.
This amount reflects the effect of a reimbursement, made in December
1966, for the administrative expenses of the Social Security Adminis-
tration incurred in fiscal year 1966 under the supplementary medical
insurance program and initially charged to the old-age and survivors
insurance trust fund. The administrative expenses of the Social Secu-
rity Administration that were incurred under the supplementary
medical insurance program in fiscal year 1967, however, were charged
directly to the supplementary medical insurance trust fund. Thus, the
net amount of administrative expenses for the old-age and survivors
insurance trust fund was lower in fiscal year 1967 than it would have
been without the reimbursement from the supplementary medical in-
surance trust fund.

Net administrative expenses expressed as a percentage of contribu--
tion income and of benefit payments for each of the last 5 years is
shown in table 3 for the old-age and survivors insurance and disability
insurance trust funds combined, as well as for each trust fund sepa-
rately. In order to make the method of calculating the percentages
for fiscal year 1967 the same as the method used in prior years, the net
amount of administrative expenses for the old-age and survivors in-
surance trust fund was adjusted upward by the addition of the amount
of the reimbursement from the supplementary medical insurance trust
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fund for administrative expenses of the Social Security Administra-
tion. The adjustments made to the net amounts of administrative ex-
penses of, as well as the benefit payments from, the old-age and sur-
vivors insurance and disability insurance trust funds for calculating
the percentages for fiscal year 1966 are described in the 1967 Annual
Report of the Board of Trustees.

TABLE 3.—RELATIONSHIP OF NET ADMINISTRATIVE EXPENSES OF THE OLD-AGE, SURVIVORS, AND DISABILITY
INSURANCE PROGRAM TO CONTRIBUTION INCOME AND BENEFIT PAYMENTS, BY TRUST FUND, FISCAL YEARS
1963-67

Total 0Old-age and survivors Disability insurance
insurance trust fund trust fund
Total administrative expenses  Administrative expenses as  Administrative expenses as
Fiscal year as a percentage of— a percentage of— percentage of—
Total Total _ Contribution Benefit Contribution Benefit
contribution benefit income payments income payments
income payments
2.3 2.2 2.0 1.9 6.2 5.7
2.2 2.3 2.0 2.1 5.9 5.4
2.2 2.2 1.9 1.9 6.7 5.5
2.1 2.1 1.8 1.8 5.8 5.4
1.8 2.2 1.6 1.9 4.4 5.3

Note: In interpreting the figures in the above table, reference should be made to the accompanying text.

In table 4, the experience with respect to actual amount of contri-
butions and benefit payments in fiscal year 1967 and trust fund assets
at the end of the year is compared with the estimates for fiscal year
1967 which appeared in the 1966 and 1967 Annual Reports of the
Board of Trustees. The only amendments significant from a cost stand-
point which were enacted during the period covered by these reports
were those contained in Public Law 89-368. These amendments were
enacted in March 1966 between the time of publication of the 1966
and 1967 reports. The effect of these amendments, as originally esti-
mated at time of enactment, on the operations of the old-age and sur-
vivors insurance trust fund in fiscal year 1967, as shown 1n the 1966
report, would have been to increase contribution income and benefit
payments by approximately 1 percent. Estimated contribution income
of the disability insurance trust fund in fiscal year 1967 would, simi-
larly, have been increased by about 1 percent; estimated benefit pay-
meats would not have been affected.

The estimates shown in the 1966 report (modified to take into ac-
count the effect of the legislation in 1966), particularly those of con-
tributions and assets, were not as close, relatively, as the corresponding
estimates shown in the 1967 report. This was due primarily to the fact
that the levels of employment and taxable earnings in 1966 and 1967
were higher than had been anticipated when the 1966 report was
prepared.
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TABLE 4.—COMPARISON OF ACTUAL AND ESTIMATED OPERATIONS OF THE OLD-AGE AND SURVIVORS INSUR-
ANCE AND DISABILITY INSURANCE TRUST FUNDS, FISCAL YEAR 1967

{Amounts in millions]

Comparisen of actual experi-

ence with estimates for

Actual amount  fiscal year 1367 published
in—

1967 report 1966 report

Old-age and survivors insurance trust fund

Net contributions:
Amount.. ... .. $22, 567 $22,173 320,358
_____________________________________________ 98 90
Benefit payments:
Amount. ... $18, 886 $18,963 $19,064
Estimate as percentage of actual 100 101
Assets, end of year:
Amount .. ... $23,515 $23, Ogé $19, Sgg

Disability insurance trust fund

Net contributions:
Amount___ ... $2,249 $2,210 $2,029
Estimate as percentage of actual .. ... ______ ... . ______. 98 90
Benefit payments:

1,861 1,845 $1,782

Estimate as percentage of actual_ 99 96
Assets, end of year: .
Amount___ ... e $2,022 $2,012 $1,751
Estimate as percentage of actual___ . ____ 100 87

Note. In interpreting the figures in the above table, reference should be made to the accompanying text.

The distribution of benefit payments in fiscal years 1966 and 1967,
by type of beneficiary, is shown 1n table 5. Approximately 73 percent
of the total benefit payments from the old-age and survivors insur-
ance trust fund in the fiscal year 1967 was accounted for by monthly
benefits to retired workers and their dependents and about 13 percent
by monthly benefits to aged survivors of deceased workers. Approxi-
mately 12 percent of the benefit payments represented monthly bene-
fits on. hehalf of children of deceased workers and monthly benefits
to mothers who had children of deceased workers in their care.

Benefit payments to noninsured persons aged 72 and over, which
began in November 1966, amounted to $199.7 million, or about 1 per-
cent, of total benefit payments from the trust fund. (Reference has
been made in an earlier section to the legislative provisions governing
reimbursement from the general fund of the Treasury for the costs
of such payments to persons who have fewer than three quarters of
coverage.) Of this amount, $198.5 million, or 99.4 percent, was paid
to persons with fewer than three quarters of coverage. This amount,
together with interest and the administrative expenses of making
these payments, is authorized to be reimbursed to the trust fund in
fiscal year 1969. The Budget Document of the United States for the
fiscal year 1969 makes provision for this reimbursement.

The balance of the benefits paid consisted of lump-sum death
payments.
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TABLE 5.—ESTIMATED DISTRIBUTION OF BENEFIT PAYMENTS FROM THE OLD-AGE AND SURVIVORS INSURANCE
TRUST FUND, BY TYPE OF BENEFICIARY AND PAYMENT, FISCAL YEARS 1966 AND 1967

[Amounts in millions]

1966 ¢ 1967
Amount Percent of Amount Percent of

tota total

Total .. . $18,071.5 100 $18,885.7 100
Monthly benefits. ... ..o 17,847.0 99 18,639.6 99
Retired workers and their dependents________..__. 13,332.3 74 13,770.8 73
Retired workers.... ... ... 11,675.0 65 12,108.2 64

Wives and husbands. 1,447.3 8 1,447.5 8
Children. . oo 210.0 1 215.2 1
Survivors of deceased workers_._____ ... ... 4,514.7 25 4,669.0 25
Aged widows and widowers_______ ... ... . 2,269.7 13 2,428, 1 13

Parents. .. ... ....o.-- .- 35.7 ® 34.3 (O]

Children 1,794.6 10 1,789.4 9
Widowed mothers caring for child beneficiaries. _ 414.6 2 417.2 2

Noninsured persons aged 72 and over3. . e 199.7 1 B

Lump-sum death payments.._...__. . . _........... 224.5 1 246.1 1

1 Benefit payments in 1966 include the portions of (1) the general benefit increase and (2) benefits to children aged 18 to
21 who qualified under the school-attendance provisions—both of which were provided by the 1965 amendments—that
were paid in fiscal year 1965 but were attributable retroactively to months in fiscal year 1965.

2 Less than 0.5 percent.

3 Benefits were effective for months beginning October 1966, and disbursements from the trust fund were first made
to these beneficiaries in November 1966; the trust fund is reimbursed from the general fund of the Treasury for the costs of
payments to beneficiaries with less than 3 quarters of coverage.

On June 30, 1967, about 23.2 million persons were receiving monthly
benefits under the old-age, survivors, and disability insurance program.
About 21.1 million of these persons were receiving monthly benefits
from the old-age and survivors insurance trust fund. Average month-
ly family benefits on that date showed moderate increases over the
corresponding averages a year earlier. This is illustrated, for selected
beneficiary family groups, in table 6.

TABLE 6.—ESTIMATED AVERAGE MONTHLY BENEFITS FOR SELECTED FAMILY GROUPS RECEIVING BENEFITS
UNDER THE OLD-AGE, SURVIVORS, AND DISABILITY INSURANCE PROGRAM, END OF FISCAL YEARS 1966 AND
1967

- . Average monthly amount per
Beneficiary family group amily

June 30, 1966 June 30, 1967

Retired worker alone (no dependents receiving benefits).___ .. . . ... $30 $81

Retired worker and wife, aged 62 and over, both receiving benefits 142 14
Aged widow alone._______.__ ... . 74 75
Widowed mother and 2 children___.____ ... . ......... R 220 222
Disabled worker alone (no dependents receiving benefits).______ .. . 96 96
Disabled worker, wife (under age 652), and 1 or more children___.__ 212 213

1 Excludes wife aged 62 to 64 with entitled children in her care.
2 With entitied children in her care.

The assets of the old-age and survivors insurance trust fund at
the end of fiscal year 1967 totaled $23,515 million, consisting of $21,764
million in the form of obligations of the U.S. Government or of fed-
erally sponsored agency obligations, and $1,751 million in undisbursed
balances. Table 7 shows a comparison of the total assets of the fund
and their distribution at the end of fiscal years 1966 and 1967.
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TABLE 7.—ASSETS OF THE OLD-AGE AND SURVIVORS TRUST FUND, BY TYPE, AT END OF FISCAL YEARS 1966 AND

1967

June 30, 1966

June 30, 1967

Par value Book value! Par value Book value !
Investments in public-debt obligations:
Public issues:
Treasury bonds:

}/?percent 1964-69___.__. $55, 180, 000 $53, 201, 347,68 $55, 180, 000 $53,817,954. 12
234-percent, 1967-72__ ... 250. 00 250 250,00
234-percent, investment se-

ries B, 1975-80__....___. 1,064,902,000 1,065,050,686.20 1,064,902,000 1,064,931,735. 16
3-percent, 1995____ 70,170, 000 70,140,732, 64 70, 170, 600 70, 141, 756. 60
314-percent, 1978-8 0, 200, 000 59,198,783, 12 60, 200, 000 59, 257, 968. 32
314-percent, 1985__ 25,700, 000 24,062, 684. 75 25,700, 000 24, 149, 621. 87
315-percent, 1980 _ 449, 450, 000 455,702, 226. 27 449, 450, 000 455, 266, 024. 47
315-percent, 1990 556, 250, 000 546, 243, 023. 46 556, 250, 000 546, 667, 347. 66
31g-percent, 1998__ 552,037, 000 542, 055, 536. 56 552, 037, 000 542, 364, 241.72
334-percent, 1968. 7,000, 000 7,000, 000. 00 7,000, 000 000, 000, 00
374-percent, 1968__ 17, 450, 000 17, 450, 000. 00 17, 450, 000 17, 450, 000. 00
374-percent, 1974__ 24,500, 000 24,476,791. 49 24, 500, 000 24,479, 576. 57
4-percent, 1969. _ 62, 500, 000 62,484,649.37 62, 500, 000 62,489, 372.69
4-percent, 1970_ . 5, 000, 000 14,951,289, 02 15, 000, 000 14,964, 882.74
4-percent, 1971 __ 100, 000, 000 100, 924, 986. 49 0, 000, 0 100, 743, 021. 97
4-percent, 1973__ 38, 000, 000 37,743,942.10 38, 000, 000 37, 780 091, 50
4-percent, 1980. . 153, 100, 000 153,033, 937. 24 , 100, 000 153, 038, 800. 84
414-percent, 1974__ 61,934, 000 61, 837,998, 15 61,934,000 61, 894, 064. 39
414-percent, 1989-94 91, 300, 000 90, 458, 704. 02 91, 300, 000 90, 488, 930, 22
414-percent, 1974____ 6,352, 000 6, 365,821, 44 , 352, 6, 364, 056, 96
414-percent, 1975-85._ 78,023, 000 71,627,815.19 78,023, 000 77,648, 798. 51
Al4-percent, 1987-92_ ... _. 33,000, 000 35, 244, 173.69 33,000, 000 35,137, 730. 65

Total investments in pub-
lic issues..............

3, 505, 305, 378. 88

3,522, 048, 250

3, 506, 076, 226. 96

Obligations sold only to this fund
(special issues):
Certificates of indebtedness:

Notes

4/ -percent, 1968_ . ...
4/-percent 1974 L.

474-percent, 1968 _
47%-percent, 1969__
47%-percent, 1970
4%4-percent, 1971_.________

Bonds:

254 percent, 1970__ ... ___..
2%% percent, 1971 _
254 percent, 1972 _
254 percent, 1973 _
254 percent, 1974 __
254 percent, 1975__
334 percent, 1975_.
334 percent, 1976__
374 percent, 1977__
375 percent, 1978 _
ALz percent, 1978_
41¢ percent, 1979. _
414 percent, 1980 ... ...

363, 207, 000
1,080, 011, 000
296, 526, 000
1,080, 011, 000

783, 485, 000
1,080,011, 000
1,080, 011, 000
1,080, 11, 000
1,080, 011, 000

919,934, 000

160, 077, 000
1,080, 011, 000
1,080,011, 000

658, 444, 000

421, 567, 000
1, 080, 011, 000
1,080, 011, 000

363, 207, 000. 00
1,080, 011, 000, 00
296 526, 000. 00
1,080, 011, 000. 00

783, 485, 000. 00
1, 080, 011, 000. 00
1, 080, 011, 000. 00
1,080, 011, 000. 00
1, 080, 011, 000. 00
919, 934, 000. 00
160, 077, 000, 00
1,080, 011, 000, 00
1,080, 011, 000. 00
658, 444, 000. 00
421,567, 000, 00
1, 080, 011, 000; 00
1,080, 011, 000, 00

940, 393, 000

2,720,279, 000
139 618,000
1,080, 011, 000
296, 526, 000
1,080, 011, 000

783, 485, 000
1, 080, 011, 000
1,080, 011, 000
1,080, 011, 000

919,934, 000
160, 077, 000
1,080, 011, 000
l 080, 011, 000
658 444,000
21, 567 000
1,080, 011 000
1, 080 011 000

940, 393, 000. 00

2,720,279, 000. 00
139, 618, 000, 00
1,080, 011, 000. 09

1,080, 011, 000. 00

783, 485, 000. 00
1,080, 011, 000. 00
1,080, 011, 000, 00
1,080, 011, 000. 00
1,080, 011, 000, 00
919,934, 000, 00
160, 077, 000. 00
1,080, 011, 000. 00
1,080,011, 000. 00
658, 444, 000, 00
421, 567, 000. 00
1,080, 011, 000. 00
1,080, 011, 000, 00

Total obligations sold only
to this fund (special
issues)________._______

14, 403,350,000 14, 403,350,000.00 17,840,433,000 17,840,433, 000.00

Total investments in pub-
lic debt obligations_____

17,925,398, 250 17,908, 655,378.88 21,362, 481,250 21, 346, 509, 226. 96
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TABLE 7.—ASSETS OF THE OLD-AGE AND SURVIVORS TRUST FUND, BY TYPE, AT END OF FISCAL YEARS 1966
AND 1967—Continued

June 30, 1966 June 30, 1967
Par value Book value! Par value Book value !
Investments in federally-sponsored agency
obligations:
Agency securities:
Federal National Mortgage Asso-
ciation debentures:
5Lg percent, 1969 . .- $25, 000, 000 $25, 055, 862. 10
57% percent, 1968._ - 10, 000, 000 9,996, 354. 20
6 percent, 1969_____ e 41, 500, 000 41,520, 894. 07
Federal intermediate credit bank
debentures:
5.15 percent, 1967 ... ... ... - 17,000, 000 17, 000, 000. 00
6.20 percent, 1967____ .. . __._.___. . 10, 000, 000 10, 000, 000. 00

Federal home loan bank b

534 percent, 1968 25, 000, 000 25, 020,833, 35

51% percent, 196 B 18, 000, 000 17, 996, 250, 00
6 percent, 1967. - 26, 000, 000 25,995, 666. 65
614 percent, 1967 . 30, 000, 000 30, 003, 750. 00

Federal land bank bond
574 percent, 1967 . ..o 15, 000, 000 185, 000, 000. 00

Participation certificates:
Federal assets liquidation trust—
Federal National Mortgage

Association:
5.10 percent, 1987 . . L ieiaeoa- 50, 000, 000 50, 000, 000. 00
5.20 percent, 1982__. .- 100, 000, 000 100, 000, 000. 00
5Lg pereent, 1972, o 50, 000, 000 50, 000, 000. 00
Total investments in fed-
erally-sponsored agency
obligations_ ... 417, 500, 000 417, 589, 610. 37
Total investments___.._._. $17,925, 398,250 $17,908, 655,378.88 21,779,981,250 21,764,098, 837. 33
Undisbursed balances. . ... ... .. ... 1,963,580,271.47 . . ... _. 1,751,290, 271. 49
Totalassets. ... ... ... ... 19,872,235,650.35 .. ___.._...... 23,515, 389, 108. 82

t Par value, plus unamortized premium, less discount outstanding.

The net increase in the par value of the investments owned by the
fund during the fiscal year 1967 amounted to $3,855 million. New
securities at a total par value of $28,324 million were acquired during
the fiscal year through the investment of receipts and the reinvestment
of funds made available from the maturity or sale of securities. The
par value of securities redeemed during the fiscal year was $24,436
million. In addition, $34 million of federally-sponsored agency se-
curities were sold, providing additional income to the fund in the form
of a profit amounting to about $100,000. A summary of transactions for
the fiscal year, by type of security, is presented in table 8.

91-877 0—68—4
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TABLE 8.—STATEMENT OF TRANSACTIONS IN PUBLIC-DEBT AND IN FEDERALLY-SPONSORED AGENCY SECURITIES
FOR THE OLD-AGE AND SURVIVORS INSURANCE TRUST FUND DURING THE FISCAL YEAR 1967

[All amounts represent par values]

Acquisitions Dispositions
Public-debt obligations sold only to this fund (special issues):
Certificates of indebtedness:
434 percent, 1967 ... L ... $1,947, 378, 000 $1,947, 378, 000
435 percent, 1967 . ... .. 2,755, 547, 000 2,755, 547, 000
A%g percent, 1967 ... ... 1,131, 154, 000 1,131, 154,000
433 percent, 1967 .. ... 7,679,794, 000 7,679,794, 000
434percent, 1968__________ ... 940, 393, 000 0
Spercent, 1967 ... ... 5, 165, 577, 000 5,165, 577, 000
5hg percent, 1967 __ .. . ... ... 3,986, 651, 000 3,986, 651, 000
Not 534 percent, 1967_. . . ... 1,511, 831, 000 1,511,831, 000
otes:
434 percent, 1974 __ L 2,720,279, 000 0
474 percent, 1968__ el 0 223, 589, 000

Total public-debt obligations sold only to this fund (special
ISSUES). - o oo oo 27, 838, 604, 000 24, 401, 521, 000

Federally-sponsored agency obligations:
Agency securlities:
Federal National Mortgage Association debentures:

5L percent, 1969__ . ... ... . ... 25, 000, 000 0
57% percent, 1968____ 10, 000, 000 0
Gpercent, 1969_.______.__________._____ .. _______.__ ... 41, 500, 000 0
Federal intermediate credit bank debentures:
5.15 percent, 1967. ... .. ... 17,000, 000 4}
6.20 percent, 1967_.._______________ . .. _______._ 10,000,000 ___._ ... __._....
Federal home loan bank bonds:
53¢ percent, 1968 ____.._ ... 25, 000, 000 0
57% percent, 1967_. R 18, 000, 000 0
6 percent, 1967__ . 40, 000, 000 14, 000, 000
614 percent, 1967 . ______ . _____. . ... 50, 000, 000 20, 000, 000
Federal land bank bonds:
57 percent, 1967 __ ... __ ... ... 15, 000, 000 0
Bank for cooperative debentures:
595 percent, 1967_.________ .. .. ... ___.._.__ 14, 000, 000 14, 000, 000
6lipercent, 1967____ .. ______ . ____._.__ 20, 000, 000 20, 000, 000
Participation certificates:
Fedﬁral assets liquidation trust, Federal National Mortgage Associ-
ation:
5.10 percent, 1987___.._____ . . . ... 50, 000, 000 0
5.20 percent, 1982_. , 000, 000 0
SV percent, 1972 .. ... 50, 000, 000 0
Total federally-sponsored agency obligations_._...___.____ 485, 500, 000 68, 000, 000
Total transactions... .. .. __ ... ______.._________.._. 28,324,104, 000 24, 469, 521, 000

The 1956 amendments provided that the public-debt obligations is-
sued for purchase by the old-age and survivors insurance trust fund
and the disability insurance trust fund shall have maturities fixed with
due regard for the needs of the funds. Under this provision, the general
practice has been to spread the maturity dates for the holdings of spe-
cial issues as nearly as practicable in equal amounts over a 15-year
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period. Thus, on June 30, 1967, special issues held by the old-age and
survivors insurance trust fund were distributed in equal amounts of
$1,080 million maturing in each of the years 1968-80 (table 7). In
addition, $1,080 million was invested in 5-year notes bearing 47 per-
cent interest and maturing on June 30, 1971, and $2,720 million was
invested in 7-year notes bearing 434 percent interest and maturing on
June 30,1974.

The 5-year notes were acquired on June 30, 1966, under the following
circumstances. If, on June 30, 1966, trust-fund holdings of special
issues were spread equally over a 15-year period, it would have been
necessary for the Treasury to issue, for purchase by the trust fund,
15-year bonds maturing in 1981. Such issue—with more than 5 years
to maturity—would have been required, under the then existing law
(81 U.S.C. 752 and 753(a)), to bear an interest rate no higher than
41/ percent. On the other hand, the application of section 201(d) of
the Social Security Act, relating to the determination of the interest
rate on special issues, resulted in a rate of 474 percent. Accordingly, a
sum of $1,080 million that would have been invested in bonds maturing
in 1981 was, instead, invested in notes for the longest possible duration
to maturity ; that is, in 47-percent notes maturing June 30, 1971. The
7-year notes were acquired on June 30, 1967, under similar circum-
stances; however, the law (31 U.S.C. 753(a)) limiting the maturity
date for notes to not more than 5 years from date of purchase had been
amended (Public Law 90-39, approved June 30, 1967), extending the
limitation to 7 years. (Similarly, with respect to assets of the disability
insurance trust fund at the end of fiscal year 1967, some $75 million
was invested in 474-percent 5-year notes maturing on June 30, 1971,
and $309 million was invested in 43/-percent 7-year notes maturing on
June 30,1974.)

SUMMARY oF THE QPERATIONS OF THE FEDERAL DIisaBILITY INSURANCE
Trust Fuxp, FrscaL Year 1967

A statement of the income and disbursements of the Federal dis-
ability insurance trust fund during fiscal year 1967 and of the assets
of the fund at the beginning and end of the fiscal year is presented in
table 9.

The total assets of the disability insurance trust fund amounted to
$1,686 million on June 30, 1966. These assets increased by $335 million
during the fiscal year, to $2,022 million at the end of the year.
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